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Zxplapatory Memorandum . | \ | '

In the Programme of Action nf the European Commnities on the
Environment, which was approved in the declaration of the
Councll of the European Communitiee and of the representatives
of the Governments of the Member States meeting in the Council
of 22 November 1973, the following action is called for (1):

"The study of methods for evaluating the costs of anti~pollution
measures with a view to harmonizing them. The first stage will
be an attempt to define methods for evaluaifng the costs of

" combating water, air and industrial polluticn. The work will be

carried out in collaboration with the OECDY.

It should be emphasized that the evaluation of the costs of
existing pollution centrol plants not only provides information
on the costs of policy measures already taken but can also be

usad to facllitate the forecasting of the costs of Ffuture
policy measures. Becanse a very wide range of pollution control
plants exists, embracing wide variations in the level of control
achieved, the technical .process used, and the data at which the
plants were built, it iz possible to construct cost curves froca
such data, showing the range of costs assoclated with different
levels of pollution conirol. From these cost curves a forecast
can be made, for example, of the costs assoclated with the
general inirnduction of the most technically advanced pollution

‘control plants currently in existence. Olher information will

usuvally also be required in order to take new policy decisions
(e.g. information on pollution control techniques with which
there is as yel no practical experierce) but knovledge of costs
actually incurred hay thus be of considerable importance.

In practice, different methods are still used in dlfferent
Menmber States and even within a single Member State to evaluate
the actual or probadble costs incurred by indusiry, so the data
obtained are seldom direcily comparable at Community level.

It is therefore necessary to adept a ccumon set of rules to
which all future studies of pollution conirol costs in industry
conducted in the Member S tates should conform.

Possible methods have beenitried in practical sectoral studies
within the Commission, by Member States themselves, 2and on
behalf of the OECD Environment Commitiee. In the light of
these studies and of extensive discussion in the Group of

(1) 0.J. No. C112 of 20 December 1973 -
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'Environﬁental Economic Experis¥* of the problems they have ralsed,

it now seems opportune to proposé a single methodology for
future pollution control cost studies of particular sectors:
of industry within the Community which will ensure & minimum”
of comparability of the resuits they produce.

As regards the sampling methodology used in actually collecting
cost data, this may consist in taking a sample of the industxry
coucerned by means of a gquestionaaire, in collecting information
from the producers of pollution control equipment, in studying-
"representative" plants within the industry, or in a combination
of these. Tt is doubtful whether any one of these alternatives
is always to be preferred in all brancaes of industry, so that
i1 would not be appropiiate at this stage to declde in favour

of ore of them. In this case, the maintenance of flexibility.

in the msthodology of evaluation iz more important than the
relatively small improvement in comparability which would

result from the adoption of a single sampling methodology. .

Finally, in order to ensure that as much comparable data as

'poasible on pollution control costs in indusiry is available -

at ;. Community level, it is appropriate thai the results.of .-
all such cost evalwiticn studies avallable to Hemher States:
be ccmmuaioated +0 the Gonmission. . :

* The Commission convened this group for the first time on
25 Janusry 1972. The group discussed problems of cost -
evaluation methodology at its mestingaef 25.1.72, 25.5.?2,
8,9.1.73, 10,11.5.73 and 29.1.74. Workirg decuments of %the
Commission on the gubject were discussed by it on 11.7.7%
and 16,17.6.75 and earlier drafts of this recommendation
on 12. 2 7?6 and<15. 16 7.76. -
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Draft Council Recommendation to the Member States
Regarding Mathods of Evaluatiug v
tha Cost of Pollution €ontrol to Industry

"TEE COUNCGIL OF THE FUROPEAN GOMMUNITIES

Having regard to the Treaty establishiug the European Coal and
Steel Comnunity; : o S

Having regard to the Treaty establishing the'EurOpean Ecoromic
Communitys; ,

Having regard to the Treaty establishing the European Atomic
Energy Community; | :

Having regard to the drafi recommendetion submitted by the -
Commission; : : '

Having regard to the Opinion of the European Parliament;
Having regard to the Opinigi of the Economic and Social Committee;

Whereas if the Member States were to differ in thelr estimates

as to the cost of anti pollution measures, pariicularly if these
estimates were not based on ccmparable legislative measures and
a uniform definition of costs, the possible repercussions of thin
on pollicies at the national level would severelyhhamper the
implezentation of a common poiicy”;

Whereas this statement of principle was adopted in the Programme
of the Burnpean Communities on the Enviroument, whiclh was
approved in adeclaration of the Gouncil of the Europcan Communities
and of the representatives of the Covernmens of the Member
States meeting in the Council of 22 November 1973 (1), *:-.
Whereas these cost evaluatlons are intended to determine the size
of the bturden to be borne by the econory as a wholie or by
individual branches of industry if egpecific measures are taken
by the authorities to protesct the enviromment, to provide data
on tue most cout-eflfective ways of radusing pollution and, under
certain conditions, to help to de*termine quallfy odjectives
and/or emission standards;

Whereas the evaluaticn of the cosis of existing pollution control
plants not only provides informatlion on the costs of policy
measurcs already taken bui can also be uned to facilitate the
forecasting of the costs of future policy measures;

(1) 0.J. No. C112 of 20 December 1973
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Whereas it is of great advantage to both local and national
authorities and indigpensable for decision-making at Community
level, to have access to comparative data on the costs of

* existing pollution control plants in industry from various
Member States of the Community; .

Whereas for this purpose it would be beneficial that the Member
States introduce as similar methods of evaluation as posszble

by aflopting a common set of principles to which_ future studzea of
pollution control costs in industry should conform;

RECOMMENDS, within the meaning of the EEC Treaty, that in réspect
of the evaluation of the cost of pollution control in particular
branches of industry, the Member States secure the use of the
principles, definitions and methods contained. in the annex .

‘to this recommendation and that whenever possible they communicate
.to the Commission the results of all such studies.

Done at

For the Council

o

The Prbsident
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1.

3.

~ technlque identified in thne initial phase.

prevention, elinminatlion or reduction of

ANNEX

Part T
Principles, Definitlons and Methods

'

The pollution centrol costs to be evaluated in the industries
concernad should reliate to their plaants contributing to the

3

(a) water pollution.

(b) . air pollution

(c) noise or vibrations or their effects
{a) solid or liquid wasie :
(e) damage due to the above factors

The actual collection of cost data should be preceded by a
technical survey of the industry concerned. This descripiive
phase should identify the different production technologiles
used in the industry, thelr envirsmmentally harmful by-products,
and the primary and secondary pclluticn control processes
including changes in the production procese) used to reduce
these. Other factors or characteristics of the processes which
are likely to give rise in practice to considerabls differences
in cost for otherwise simiiar pollution control processes should
also be ddentified. Such factors may include, for example, the
age of the plant or the characteriptlcs of the raw materials
it uses. In such a case the wsawme process operated by equiyment
of different ages or using different raw materials should be
{treated as several separate processes for the collectﬁon of cost
da“oa L] * B ' 4 \

The survey will thus result in a catalcgue of pollution control
processes with different technical characteristics and/or
different average costs. It is for each of those processes that
cost data should then be collected.

For each process in the f£inal. cutalogue the survey should deter-
mine the probable lifetime of the plant and equipment concerned.
It should also determine the freguency of use and relat1Ve
importance of each process within vhe indusiry.

This descriptive phase should bas followed by an assessment phase.
in which a "pollution control rclevsc:y factor', i.e. that
proportion of the overall comts of a particular pollution control
technigque which canr be imputecd Bo the requirements of pollution
control, is explicitly laid down for each pollution control

o


collsvs
Text Box


h.

o

This faoctor will in faot de LO0¥ iz ocages where the costs
reiate to plen®s serving exclusively for pollution conkrel.

In other cases, where & reduction of pollution is achisved
by a change in the manufacturing process itself, the factlor
chould wherever possible be determined after consultabion
with the Commisgion.

The cost data for pollution conirol plants should be collected
in such a way that an evaluatrion of each of the following cost
categories ias available separately for each pollution control
technique identified in the technical survey:

Inventment Costs

(i) Expenditure on the comstructioca or acquis{rion of plant
and equipment (in accordance with the definitions in the
Buropean System of National Accouats (EsA)* item P 41),

(ii) Expenditure on the construction or acquisition of
build§ngs (1n accordance with the def: initlions of ESA -
P. 41), '

!

(11i) Expenditure on “the acquisition of land and/br the market -

value of land already cwned,

(iv) Expenditure -on maintenance (1n accordance with the
def;nition of ESA, P 41).

Running Costs

(v) Expenditure on labour (in accordance with the definitions
of ESA, R 10), ‘

(vi) Expenditure on energy (in accordance with the definitions
of ESA, P 20),

(vii) Expenditure on materials other than energy (1n accordanca

with the definitions of ESA, P 20),

(viii) Expenditure on services (in accordance with the

definiktions of ESA, P 20),

(ix) Expenditure on ren%s (in accordance with the
: definitions of ESA, P 20). ‘

* Published by the Offictxl for O2ficial Pubiications of the

European Gommunitics in 1970
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Even where deteiled Figures aie not avaiiable‘in ihdustry for
each of these cost categouies, they shouid nevertheless always
be estimated.

The above mentioned data should be exclusive of value-added %tax
for those categories on which it ds payable and should be
caleculited as gross costs before subsidles of any kind. The years
to which categoriss (i) - (3ii) refer should be identilied,
whereas categories (iv) - (ix) should refer to costs imcurred
dn the preceding financlal year. ,
The above cost data should be accompanied by the following
information:

(1)  the market value of any maierilals recovered as a result’
of the operation of the pollution control piant in
question, irrespective of whether such materiais are
sold or used internally,

(11) the exact absolute levels of each pollutant emitted Ly
the relevant produstion plaant in a specificd time period
both beifore and af%er the installation c¢f the polliution
control plart to which the costs refer, '

(111) the annual production volume of ihe production process
to which the pollution control costs refer.

If tho data are collected by means of a questionnalre addressed
%0 a repreasentative sampie of the industrial sector, the
following information should also be obtained:

- the zmount of any polluiion charges paid by a firm in
addition to, or instead of; pollutica conirol mcasures,
both before and after installation of the pollution control
plant in question (in accordance with the definitions of
BESA, R72, R66);

~ the nature and amount of any financial aid, whether in the
form of subsidies, tax concessions or prefereniial loans
recelved by industry in respect of the pollution control
Anstallations concerned.

Any data other than the above which it is deemed desirable to
collect should be expressed as separate figures, without being
incorporated into any of the categories defined above.

The principles, definitions and methods concerned in this
Part of the Annexe should be used in the light of the
comments contained in Part II.
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Pert IT

Comments on the' Mrinciples, Defdnitions and Mothods contair od
in Part I ”

General

Lack of comparahiiily can arise for numerous reaseng, .of which

the following are the most lmportent: difrerent types of
ins%allation may be iuncluded under thz heading of pollutien

conirol different categories of costs may be lnciuded ia the
cvaiaailion aud thewe uay be defined i different ways, the btime .
period to which the data reier may differ from one study to another,
and different sempling methodologics may be employed. In mddition,
ach! nrost data remaln of liwdited valus unless 1t i< cleavr to what

L exhun® bhe pollution convroi o whécsh they refer has in fact reduned
peliution levels.

Howev:r, pollution coantrol ccut ztudies zon be rcarsled ecut wiih
differing alms in view, reguiring the collectlon of mcre or less
detailed figures. Thus it is possidle to obtuin valid inlornation
on lhke manroeconomic costs to Industry of existing mollution
contrdl). legimlation without eliher carrying ont a survey of the
roiluiicn cuntrol processes used or using a detailed breakdown of .-
coat categories. It would therefore not necesaarily be appropriate
for such a study to une the same methodolory as one which is
conssrned with the costs of individual processes in a particviar
branch of industry. Furithermore., since studiec aimivg at mearuring
the overall nmacroecoucmic effects of eavirconmentel poliny by
evaluating polluvtica contreol coste in general provide data which are
of limited value in the contoxl of a differeni! natisoml econonmy,

Lt lherefure does not seem essential at present to develop a cozmon
metihiodoulogy for them. A comxon meithodology is therefore primarily
required for those cost studies which refer to nurticular draaches
of industry. However, the results.of such sectoral studies can also
serve us part ol the basis for caicilading the macroeconcomic
effecis of-pollutio:z ccatrol mezsurss in the sestors concernsd.

re point 1

This article fefines those measures which are to be conclidered as
_'pollution control Ffor lhe purposes of this recoamsudation. However,
it is for the iechnival survey to determine ihose types of
pollution which are relevant Yor the braach of industryr concerned
by 2 particular study. ' :

s AL it g
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Te noint 2

Phe cogus incurred by a branch of inﬁuetry may depend cyushally
on the partioular technical processes used in 1t, which may
vary widely from oue country to another. If the cost drta obtained

~are %o be comparable, they wuat bLercvfore be broken down according

to the procese concerned, the uumber of processes involved being
deteruined by a technical survey of the branch of iudustry before
the cost evaluation itnelif is cerried out. The presentation of
separate cost data for each techanical prosess aliows them to be
used in conjunction with knowledge of %the frequency of occurrence
of these processcs in the Momber States in enalysing.the reasons
underlying the total costs incurred in a parsicular branch of
industry. . i

re poln® 3

Where process changes are coucerned, it will seldom be easy to
agree on {he megnitude of the "pollution ecoulrol relevancy factor'™.
Howevcrr, as long as the factor chosen is explicit in the coat

study it will slways be possible, by means of a simple conversion,
to make the results comparzble with thoge of another study in which
the fuctor has been glven -a different value.

point 4

"
[}

It is not to be expected that cost studies on particular branches-
of industry will always be conducted in diiferent Member States
at the same time. The comparability of their results will depend
on the abalitj to adjust them for changes in prices. The
presentation of sevarate data for each cost category allows the ,‘
use of relevaat price indices to adjust data from aifferent years
to a common base year.

. re point 5 (i)

S8ince the cost data collected nre intended to represent the burden
carricd by industry, it is nocessary that any revenue acoruing

as a result of pollution control sheuld also be assessed, so that
net costs are not overestimated.

re point 5 {44) . .

Without the careful assessment of the performance of the pollution

.control process concerned, it would not be pussible to consiruct

a curve linking the average cost of different pronwsses to the
anount of poliution control they accomplish.

o o tmp frnery e paenn s on e
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re point 5 (3ii)

The absolute size of an industrial installation is one .of the most
important determinaats of the average cost of its pollution control.
Knowledge of it is therefore of great importance in the analysis
of ike cost figures obtalned.

re point 6

When drta is collected by way of a questionnaire Irom a
representative sample of ipdustry, extra informaticn should bdbe
obtaired on transfer payments between industry and the public
sector which are specificaily relatasd to pollution coahrol.

in this way, the actuanl net financial oburden carried by the
industry can be distingulshed from the gross macroeconomlc
burden carriasd by the cconomy, the two differing by the amount .
of any net fi nancial transfer.

Te point 7

Ir many cases those tonducting pollution control cost studies

moy wish to collect supllementary data, e.g. concerning the
relative lmportance of pollution control coste compared to other
variables such as total investments or iurnover, or on tkLc invest-
ment plams of industry. While such information may often be

usefal for certain purposecs, it 1z not easential £hr the pumposce
of this recommendation, so itas collectlion should remain optional.
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